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OATH OR AFFIRMATION

I, Rabert Lemon L - , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Blue Moan Firancial, LLC , as
of __ December 31 , 2007 , are true and correct, 1 further swear (or affirm) that
neither the company nor any partner, proprictor, principal officer or director has any praprie mtercst in any account
classified solely as that of a customer, except as follows: /

R e——

/ ignature
Président

Title

Notary Public

This report ** contains (check all applicable boxes):

{a) Facing Page.

(b) Statement of Financial Condition.

(c} Statement off Income (Loss).

{d) Statement of Changes in Financial Condition.

{c) Statemem of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors' Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{g} Computation of Net Capital.

(h} Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconcilistion, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Compultation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliztion between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) Aun Oath or Affirmation.

(m} A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O0O8 O ONNSONNESRA

¥+ For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




Blue Moon Financial, LLC

As of and for the Year Ended
December 31, 2007




Blue Moon Financial, LLC
Table of Contents

Réport of Independent Auditors

Statement of Financial Condition
Statement of Income and Member's Equity
Statement of Cash Flows

Notes fo Financial Statements

SUPPILEMENTAL INFORMATION

Schedule | - Computation of Net Capital Under Rule 15¢3-1
Of the Securities and Exchange Commission

Schedule Il - Computation for Determination of Reserve
Requirements and Information Relating to the Possession and
Control Requirements Under Rule 15¢-3

Report on Internal Control

5-6

9-10



STARK » WINTER » SCHENKEIN

REPORT OF INDEPENDENT AUDITORS

To the Board of Directors
Blue Moon Financial, LLC

We have audited the accompanying statement of financial condition of Blue Moon Financial, LLC,
~at December 31, 2007, and the related statements of income and member’s equity, and cash flows
for the year then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange
Act of 1934. These financial statements are the responsibility of the Company's management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable asisurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant esfimates by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Blue Moon Financial, LLC, as of December 31, 2007, and the results of its
operations, and its cash flows for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

Our audit was. conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule | is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary
information required by Rule 17a-5 under the Securities Exchange Act of 1934, Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole,

Atz W site Aoindisin ® o, FiY

Denver, Colorado
March 6, 2008

STARK « WINTER » SCHENKEIN & Co., LLP + Certified Public Accountants + Financial Consultants

3600 Sout Yosemime STREET « SurTe 600 « DENvER, CoLoraDpo 80237
PHonE: 303.694.6700 « Fax: 303.694.6761 « Torl Free: 888.766.3985 + www.SWSCPAS.COM
An INDEPENDENT MEMBER OF BKR INTERNATIONAL



Blue Moon Financial, LLC

Statement of Financial Condition

December 31, 2007

ASSETS

Cash
leceivable from member
Prepaid expenses

$ 50,583
78,417

9,630

$ 138,630

LLIABILITIES AND MEMBER'S EQUITY

LIABILITIES
Accrued expenses

MEMBER'S EQUITY

$ 1,000
1,000
137,630

$ 138,630

‘The accompanying notes are an integral part of these financial statements.
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Blue Moon Financial, Inc.
Statement of Income and Member's Equity
For The Year Ended December 31, 2007

REVENUES
Commissions Revenue $ 587,327
Other income 35,000
Total revenues 622,327

EXPENSES
Employee compensation and benefits 450,304
Regulatory expenses 10,825
Other expenses 103,120
Total expenses 564,249
NET INCOME 58,078
MEMBER'S EQUITY, beginning of year 79,552
MEMBER'S EQUITY, end of year $ 137,630

The accompanying notes are an integral part of these financial statements.

3



Blue Moon Financial, Inc.
Statement of Cash Flows
For the Year Ended December 31, 2007

OPERATING ACTIVITIES
Net income $ 58,078
Adjustments to reconcile net income to net cash
provided by operating activities:
Prepaid expenses (9,738)
Payroll liabilities (1,580)
Net cash provided by operating activities 46,760
INVESTING ACTIVITIES
Net cash provided by investing activities -
FINANCING ACTIVITIES
Increase in receivable from member (51,126)
Net cash (used in) financing activities (51,126)
NET DECREASE IN CASH (4,366)
CASH AT BEGINNING OF YEAR 54,949
CASH AT END OF YEAR $ 50,583

The accompanying notes are an integral part of these financial statements.
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BLUE MOON FINANCIAL, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

Note 1 — Summary of significant accounting policies
Organization

Blue Moon Financial, LLC (the Company), is a Colorado limited liability company organized on
August 14, 2002. The Company is a broker-dealer registered with the Securities and Exchange
Commission (SEC) and is a member of the Financial Industry Regulatory Authority (FINRA.)
The Company, in connection with its activities as a broker-dealer, sells interests of limited
partnerships managed by related parties.

As a Colorado Limited Liability Company (LLC), the Company has some of the attributes of a
sole proprietorship, a general partnership and a corporation. For tax purposes, it is treated as a
partnership. It is essentially a business entity created by contract between the members, much
as a general partnership. The members are protected from personal liability for the acts of the
LLC, much like shareholders of a corporation. An LLC also differs from a limited partnership by
not imposing personal liability on members for participating in the management of the LLC.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generaily
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenue and expenses during the reporting period. Actual results could differ significantly
from those estimates.

Income Taxes
The Company is taxed as a partnership for federal and state income tax purposes. As such, the
Company will not pay income taxes, as any income or loss will be included in the tax returns of

the individual members. Accordingly, no provision is made for income taxes in the financial
statements. .

Revenue Recognition

The Company recognizes commission revenue upon receipt of commissions revenue from the
related parties and copies of signed offering documents from investors, indicating a purchase of
interests in the limited partnerships.

Cash and Cash Equivalents

The Company considers all highly liquid investments with an original maturity of three months or
less to be cash equivalents.

Concentrations of Credit Risk

The Company maintains all cash in bank accounts, which at times may exceed federally insured
limits. The Company has not experienced a loss in such accounts.



BLUE MOON FINANCIAL, L1L.C
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007
(Continued)

Fair Value of Financial Instruments

The carrying value of cash, prepaid expenses and accounts payable approximate fair value
because of the short maturity of these items.

Note 2 — Net Capital Requirements

The Company is subject to the SEC uniform net capital rule (SEC Rule 15¢3-1), which requires
the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness
to net capital, both as defined, shall not exceed 15 to 1. At December 31, 2007, the Company
had net capital of $49,583, which was in excess of its required net capital of $5,000. The
Company's ratio of aggregate indebtedness to net capital was 2% at December 31, 2007.

Note 3 — Reserve Requirements

The Company is exempt from Securities and Exchange Commission Rule 15¢3-3 under
Section (k)(2)(A) and, therefore, is not required to make the periodic computation for
determination of reserve requirements and information relating to the possession and control
requirements under Rule 15¢3-3.

Note 4 — Related Party Transactions

The Company has an expense sharing agreement with a related party. Under the agreement,
all operating expenses are paid by the related party and the Company reimburses the related
party under the expense sharing agreement. Under the terms of the revenue sharing
agreement, the Company is obligated to pay rent for the term of a sublease equal to the term of
the master lease held by the related party. The following are the minimum future rental
obligations uncler the sublease:

2008 $ 60,000
2009 60,000
2010 60,000
2011 60,000
2012 60,000

Thereafter 85,000

$385,000

The Company operates as the placement agent for private offerings to raise capital for retated
parties; therefore, all commissions received are received from related parties.



Blue Moon Financial, Inc.
Schedule | - Computation Of Net Capital Under Rule 15¢3-1
Of The Securities And Exchange Commission
December 31, 2007

Member's equity per Statement of Financial Condition $ 137,630

Less:  Total nonallowable assets (88,047)
Net Capital $ 49,583
Aggregate indebtedness - items included in financial statements $ 1,000
Basic net capital requirement $ 5000
Excess net capital $ 44583
Ratic aggregate indebtedness to net capital 2%

Net capital as reported in Company's Part Il (unaudited)

FOCUS Report as of December 31, 2007: $ 45258

Audit adjustment to reduce accrued expenses 4,325

Revised net capital $ 49,583
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Blue Moon Financial, Inc.

Schedule Il - Computation For Determination of Reserve Requirements
and Information Relating to the Possession and Control
Requirements Under Rule 15¢3-3
December 31, 2007

Biue Moon Financial, LLC, relies on Section K {2)(ii) of the Securities and Exchange
Commission Rule 15¢3-3 to exempt them from the provisions of these rules.



STARK  WINTER « SCHENKEIN

To the Board of Directors of
Blue Moon Financial, LLC

In planning and performing the audit of the financial statements and supplemental
schedule of Blue Moon Financial, LLC (the Company), for the year ended December 31,
2007, we consider its internal control, including control activities for safeguarding
securities, in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange (SEC), we have
made a study of the practices and procedures followed by the Company, including tests
of compliancz with such practices and procedures that we considered relevant to the
objectives stated in Rule 17-a (5)(g) in the following: making the periodic computations
of aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-
3(a)(11) and the reserve required by Rule 15¢3-3. Because the Company does not
carry securities accounts for customers or perform custodial functions relating to
customer securities, we did not review the practices and procedures followed by the
Company in the following:

1. Making the quarterly securities examinations, counts, verifications, and
comparisons, and the recordation of differences required by Rule 17a-13.

2. Complying with the requirements for prompt payment for securities under
Section 8 of Federal Reserve Regulation T of the Board of Governors of the
Federal Reserve System

3. Obtaining and maintaining physical possession or control of all fully paid and
excess margin securities of customers as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining
internal control and the practices and procedures referred to in the proceeding
paragraph. In fulfilling the responsibility, estimates and judgments by management are
required to assess the expected benefits and related costs of controls and of the
practices and procedures referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the SEC’s above-
mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with

STARK « WINTER » SCHENKEIN & CO., LLP « Certified Public Accountants + Financial Consultants

3600 SoutH Yosemire STReeT + SuiTe 600 + Denver, CoLorano 80237
PHONE: 303.694.6700 + Fax: 303.694.6761 « TorL Free: 888.766.3985 « www.SWSCPAS.COM
AN INDEPENDENT MEMBER OF BKR [NTERNATIONAL



management's authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles. Rule 17a-5(g)
lists additional objectives of the practice and procedures listed in the preceding
paragraph.

Because of the inherent limitations in internal control or the practice and procedures
referred to above, error or fraud may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become
inadequate because of changes in conditions or that the effectiveness of their design
and operation may deteriorate. Our consideration of internal control would not
necessarily disclose all matters in internal control that might be material weaknesses
under standards established by the American Institute of Certified Public Accountants.
A material weakness is a condition in which the design or operation of the specific
control component does not reduce to a relatively low level the risk that error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. However, we noted no matters involving internal
control, including control activities for safeguarding securities that we consider to be
material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to
in the second paragraph of this report are considered by the SEC to be adequate for its
purpose in accordance with the Securities Exchange Act of 1834 and related
regulations, and that practices and procedures that do not accomplish such objectives
in all material respects indicates a material inadequacy for such purposes. Based on
this understanding and on our study, we believe that the Company’s practices and
procedures were adequate at December 31, 2007, to meet the SEC's objectives.

This report is intended solely for the information and use of the members, management,
the SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not
intended to be: and should not be used by anyone other than those specified parties.

Lt ) i L tnihtcn &, TE

Denver, Colorado
March 6, 2008
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